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PREFACE 


The Carnegie Endowment takes pleasure in presenting to the readers 
of International Conciliation a noteworthy address, which met with 
an enthusiastic reception when published abroad. It is the sixth 
Richard Cobden lecture, delivered in London, on May 10, 1934, by 
the eminent Swedish economist, Professor Gustav Cassel, under the 
auspices of the Dunford House (Cobden Memorial) Association. 
Professor Cassel’s subject, ‘‘From Protectionism through Planned 
Economy to Dictatorship,’’ is of commanding interest to the whole 
world at this moment. 

The second of the two articles included in this issue is an address 
delivered by M. LeFur, Vice-président de I’Institut de Droit inter- 
national, before the Académie des Sciences Morales et Politiques, 
Paris, on June 16, 1934, which deals with the present crisis in the 
life of the League of Nations. A critical examination of the provisions 
of the Covenant and of the réles played toward the League by the 
various governments is offered by M. LeFur in support of his con- 
tention that the League’s failure to fulfil the expectations of its 
creators is due in part to weaknesses inherent in the Covenant itself 
and in part to the attitude of its member States. M. LeFur’s presenta- 
tion is frankly from the French point of view, and attention has been 
called by footnotes to changes which have taken place since this 
article was written, such as the admission of the USSR to the League 
and ratification by the United States of the League of Nations Con- 
vention on Regulation of Traffic in Arms and Ammunition and 
Implements of War of 1925. 

NICHOLAS MURRAY BUTLER 
New York, September 17, 1934. 
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FROM PROTECTIONISM THROUGH PLANNED 
ECONOMY TO DICTATORSHIP 


By Gustav CASSEL 
Professor Emeritus of Political Economy, 
University of Stockholm 


Address delivered in London, on May 10, 1934, under the auspices 
of the Dunford House (Cobden Memorial) Association 


The title I have chosen for my address to you suggests a rather 
serious and, indeed, alarming, development. You may perhaps fancy 
that I have composed the three stages of this development in order 
to make my address seem attractive and to wake some interest for 
what I have to say today. But, in fact, no such journalists’ tricks 
are required, as the actual drift of the revolution threatening our 
civilization is such as to fill every thinking man with the gravest 
apprehensions. Most people seem inclined to believe that what we 
are exposed to today is only a transitory crisis and the temporary 
inconveniences of government measures made necessary by this 
crisis. 1 am afraid that people who think so lightly about the present 
development may wake up some day to find themselves somewhat 
deceived. As men, we ought to face awkward realities with open 
eyes. Humanity should not unconsciously let itself be forced on to a 
path leading to a complete demolition of old standards and ideals 
on which it has built up its prosperity and its civilization. 

It is therefore not only desirable, but, as I see it, an imperative 
requirement that we make every effort to arrive at a correct analysis 
of the origin of the present development and of the factors which 
are continually driving us further on the way to ruin. What I shall 
venture to do today is to give you some humble contributions to 
such an analysis and to draw some practical conclusions as to the 
means for stopping the process of destruction. 

Let us begin then with Protectionism. We must ask ourselves: 
Why is it that protection has grown so tremendously both in geo- 
graphical extension and in violence and recklessness of methods? 
The whole problem naturally concentrates on the question: Why has 
England been driven from her old honored réle of defender of Free 
Trade and from the leadership in free international intercourse, 
which once created the unparalleled greatness of this country? 
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When I put this question you should not take me to bea dogmatic 
Free Trader. I am not. I have always been quite prepared to examin 
any reasonable motive brought forward for a policy of protection} 
particularly during a period of extraordinary economic and socid} 
difficulties such as the present. But the recent growth of protec! 
tionism, aided by quotas, subsidies, and restrictions of the right tp 
produce, opens up a prospect that must fill everybody with the 
gravest apprehensions, and we have now reached a point where the 
details of trade policy must be subordinated to a broad survey oj 
the general development into which unrestricted demands for gov. | 
ernment interference are driving our economic and constitutional 
life and indeed our whole civilization. 

It is a great honor for me, being a foreigner, to be called upon 
to deliver the Cobden Memorial lecture. Only a few years ago it| 
would have been regarded as perfectly natural that such a lecture} 
should remind the public of the great traditions of Free Trade 
England, particularly connected with the name of Richard Cobden,| 
and of the responsibilities necessarily connected with such traditions | 
Today, the position of a Cobden Memorial lecturer is much more] 
delicate. As your guest, I must take care not to enter on a direct! 
criticism of the present policy of your country. In fact, this is not 
necessary. What I have to point out to you is the general trend of 
the fateful transformation which the economic, political, and intel} 
lectual life of the civilized world is actually going through. And 1} 
shall leave it to you to draw the conclusions more particularly 
referring to your own country. 

The first thing we have to clear up is, as I have said, how the 
sudden and unexpected growth of protectionism has come about 
and what is the fundamental cause of this violent change in the 
conditions of the world’s economy. In my opinion this cause is of 4} 
monetary nature. In saying that I by no means overlook the im} 
portance of the maladjustment between different prices and of the} 
disequilibrium in production which was an inheritance from the| 
war and which showed its most serious aspects in agriculture. But 
these facts were present in the whole period from the end of the war | 
to 1929 and did not prevent a very substantial recovery. The Geneva 

conference of 1927 advised the world to adopt a policy of freer 
trade. Had this recommendation been carried through, it is quite} 
conceivable that the world’s economic life would have adjusted 
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itself gradually to the new conditions and that it would have been 
possible in this way to avoid a general catastrophe. When, however, 
the destruction of the world’s monetary system was added to the 
previous difficulties the process of natural healing was broken off, 
and the world was thrown into the most violent economic crisis it 
had ever experienced. 

The fundamental factor in this crisis is the process of deflation 
which began to develop in 1928 when the United States ceased to 
export capital and applied a series of measures in order to restrict 
credit at home, and when at the same time France returned to the 
gold standard and began to accumulate gold on an enormous scale. 
Falling prices forced private business men in all countries to repay 
debts and to seek the highest degree of liquidity, with the result that 
for society as a whole liquidity was progressively diminished. Gold 
was hoarded, and commodity prices in terms of gold were forced 
down and down again. Faced with such a development producers 
saw no other escape than protection—and a progressively increased 
protection—against foreign competition, which, from the point of 
view of the individual, appeared as responsible for the pressure on 
prices. Economists did not cease to point out the true cause of the 
depression and the futility of trying to mend it by protectionist 
measures, which might conceivably give some temporary relief to 
this or that branch of home production, but which in the long run 
and for the national economy as a whole—not to speak of the world 
at large—must have completely destructive effects. Politicians as 
arule did not pay any attention to such warnings, being too much 
occupied with pressing everyday troubles. 

So a strong protectionist movement spread over the whole world. 
The most dramatic event, Great Britain’s abandonment of Free 
Trade, will in the light of history stand out as a most direct result 
of the continual fall of commodity prices, that is to say, as a result 
of that gross mismanagement of the world’s monetary system—the 
progressive deflation from 1928 onwards. 

At the same time the methods of protection were developed to a 
degree that nobody would have dreamed of in the old days of free 
trade. In England, when you formerly discussed protectionism, you 
used to talk about “‘tariffs’’ as representing the whole of this eco- 
nomic policy. Indeed, tariffs have been increased tremendously, but 
still they are now only one of the means—and probably one of the 
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smaller means—applied in the service of protection. Regulation of 
imports with the aid of “quotas’”’ and similar devices nowadays 
plays a more and more important part. Added to this is what the 
Germans call ‘“‘ Devisencontrol,’’ or authoritative regulation of the 
use of foreign exchange, which obviously involves an absolute and 
detailed control of imports. International movements of capital 
have likewise been subject to severe control and in many cases 
virtually stopped. To these defensive measures are added subsidies 
and doles of various descriptions, both in the form of loans or 
guarantees and in the form of direct contributions from the Treasury, 

All these measures have a cumulative effect, every particular 
measure calling forth claims for other compensating measures. This 
cumulative process is going on both in the domestic policy of the 
several countries and internationally. Any form of protection and 
subsidies forms a burden that must be borne by somebody, and, 
naturally, provokes demands for new State help from other interests, 
seeing themselves exposed to disadvantages or at any rate less 
favored than those previously protected. In addition, protection 
always tends to stimulate production at home and thus to foster 
competition in its most unsound forms. This again gives rise to a 
series of measures calculated to restrict production, with the conse- 
quence that the individual producer ultimately finds himself in a 
situation where he is encouraged by all sorts of protection and 
subsidies, but at the same time forbidden—at heavy penalties—from 
increasing his production. Today every country has plenty of experi- 
ence of this vicious spiral of cumulatively increasing demands for 
protection, which have no end, and which never can be brought 
into equilibrium with each other, but which therefore also must end 
in complete absurdities. 

The same holds true, even in a still more obvious way, in interna- 
tional trade relations. Every protectionist step taken by one country 
immediately leads to defensive measures or aggressive retaliations 
from other countries, or at least to some form of subsidies to national 
interests considered to suffer from unfair foreign competition. This 
cumulative process has year after year been going on before our 
eyes on such a scale that everybody must be familiar with it. I need 
only quote the example of shipping subsidies on which a lot of coun- 
tries have wasted fantastic sums with the consequence that even this 
country runs the danger of being driven into some similar policy, 
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very much against its own fundamental conceptions of sound com- 
petition. 

I mentioned that people have got familiar with such a develop- 
ment, and, alas, they have got even too familiar with it. It seems 
that people’s natural instinct of reaction against this sort of cumula- 
tive protection has been very much blunted by the great strain to 
which it has been put during the last few years. People begin, as it 
seems, more and more to acquiesce in some sort of fatalism with 
regard to the progressive destruction of the world’s economy, looking 
upon it as a destiny impossible to resist. In this mental attitude 
I see the greatest danger of the crisis we are going through. 

Under the influence of cumulative protectionism national or im- 
perial self-sufficiency has more and more come into the foreground 
as the aim of economic policy. This is of course the very negation of 
international trade—leading to a progressive destruction of the 
well-being of the world. A division of labor between nations is under 
all circumstances of essential importance and must remain a guiding 
principle for any reasonable economic policy. Every particular nation, 
therefore, must accustom itself to look upon a certain specialization 
in production as a natural thing and be content with producing such 
goods for which it has particular advantages. Only a cooperation 
between all the specialized nations can be expected to lead to an all- 
round and efficient satisfaction of human wants and to a progressive 
rise of our standard of life. A curious feature of recent protectionism 
is the renaissance of the old idea that we should not buy more from 
any foreign country than that country buys from us, which means 
that our balance of trade should be in equilibrium in respect to each 
particular country. The realization of such a program would doubt- 
less reduce the world’s trade to a small fraction of what it could have 
been under free conditions—with incalculable damage to the well- 
being of humanity as a whole. The whole idea is pure, primitive 
mercantilism, say of the sixteenth century. Later on mercantilism 
rose to the broader view that it would be sufficient to attain an 
equilibrium in the general balance of the country’s foreign trade. 
Liberalism did away with the whole idea that the attainment of such 
a balance required governmental control in any form, and through 
decades of the most flourishing economic progress the truth of this 
Liberal principle has been practically proved. From this comparison 
we can judge how far we have been put back in our standard of 
economic thinking. 
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International division of labor and cooperation mean, however, 
that the different, more or less specialized national economies must 
be brought into a certain international equilibrium, that is to say, 
they must be adjusted so as to fit in as organic parts in the great 
economy of the world. It is important that we should see clearly how 
this end was achieved under the economic system prevailing before 
the war. The central part of the whole mechanism was the gold 
standard which forced every country to maintain a practically stable 
rate of exchange on London. This international monetary system 
compelled the different countries continually to adapt themselves 
to the competitive conditions of the world’s market. Such adaptation 
was achieved essentially as a result of freedom of private enterprise. 
True, there was a lot of protectionism even in those days. But this 
protectionism was moderate as compared with our present standards, 
and, in addition, it had a certain degree of stability, enabling private 
enterprise to accommodate itself to given conditions and make 
the best of them. 

The rate of exchange between two countries must always be deter- 
mined essentially by what I have called the Purchasing Power Parity 
between their currencies. This parity constitutes the natural equili- 
brium to which actual exchanges must always tend to return as soon 
as extraordinary factors causing temporary deviations have ceased 
to work. If legal gold parities had once been fixed to correspond fairly 
with the purchasing power parities, the different national economies 
had to adjust themselves continually to the situation thus created 
This adjustment would embrace both production and prices in all 
branches and tend to realize approximately a state of equilibrium 
where the commodity price levels as well as the levels of wages and 
cost of living of any country corresponded to the fixed international 
value of its currency. From the side of the business world this adjust- 
ment was automatic in so far as every particular enterprise had to 
accommodate itself to the existing and practically fixed scale of 
foreign exchanges. Only the central banks had to carry on a deliberate 
policy for controlling the value of their currencies. But the ultimate 
object of this policy was fixed by the laws obliging the central banks 
to maintain the gold standard. 

This system has now been abandoned. We shall never come to 
a clear understanding of our present difficulties and of the particular 
conditions, under which international trade has nowadays to be 
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carried on, until we have realized the radical change brought about 
by the breakdown of the old monetary system connecting the 
different currencies in fixed relations to one another. If there is no 
longer any necessity to maintain exchanges at a given level, the 
different national economies will no longer be under the pressure of a 
necessity to adjust themselves to given international conditions. For 
instance, in one country the general level of wages, or wages in 
particular branches of industry, may be raised to a height incom- 
patible with the existing system of rates of exchange, or they may be 
maintained at a former height in spite of a fall in wage levels in other 
countries. Nothing will force wages to adjust themselves to a given 
system of foreign exchanges. On the contrary, exchanges have be- 
come so flexible that they have to adjust themselves to more or less 
arbitrarily fixed wage levels. This holds true also with regard to other 
elements in the cost of production and to prices of finished goods. 
Under such circumstances there can be no stability whatever in the 
world’s economic system, and the continual disequilibrium into which 
international trade is thrown will naturally serve as a motive for 
endless governmental interferences aiming to bring about at least 
a temporary and partial equilibrium, which is, however, inherently 
unstable and impossible to maintain. 

Such are, in fact, the conditions we have been exposed to as a 
consequence of the destruction of the world’s monetary system. 
This destruction again was the inevitable result of that disastrous 
process of deflation to which I have just drawn your attention. The 
senseless scramble for gold was bound to raise its value to such a 
height as to make the use of gold as a standard of money impossible 
or at least extremely dangerous and irreconcilable with the most 
elementary demands for stability of the national economic system. 
But the breakdown of the gold standard was followed, as I have now 
described, by a most complete instability in international trade 
relations, and thereby gave room to an unparalleled development of 
protectionism in its most arbitrary and most destructive forms. 

When all legally fixed relations between the several currencies 
had been abandoned, regulation of the rates of exchange became a 
matter of commercial policy, and it was soon found out that this 
regulation could be used as an efficient and indeed most terrible 
weapon on the battlefield into which international trade had been 
transformed. A rate of exchange which corresponds to the Purchasing 
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Power Parity of two currencies may be regarded as neutral with stabi! 
respect to the trade relations between the countries. But if the | ing te 
international valuation of a currency can be kept lower than would : We 
correspond to the currency’s internal purchasing power the country may 
would gain at least temporary advantages for its export trade and sider 
at the same time enjoy an extra protection of its home market against that i 
imports from abroad. Thus an undervaluation of a country’s currency think 
has come to be looked upon as a particularly suitable means for} matte 
furthering the new nationalistic policy. | in the 
In former times a high valuation of a currency was considered a | gold | 
sign of confidence in the country and its economy, and national stroye 
efforts were directed towards maintaining the country’s currencyin}| hada 


its full legal parity. With the abandonment of this standard the treate 


aims of currency policy have been completely reversed. Now, national even | 
policy stands for the lowest possible international valuation of the lawfu: 
country’s currency. If in this way a currency becomes undervaluated ened 
in relation to another currency this obviously means that the other We 
currency is overvalued and that the other country is exposed to}  gtand; 
corresponding disadvantages in its international trade. That country privat 
will therefore naturally try to press down the external value of its | tary s 
currency, and thus a perpetual monetary warfare is added to the} entra 
general tariff struggle. ing o1 

Of course, any particular country would be unwilling to confess our sy 
that it pursues such a policy of undervaluation of its own currency. isane 
A definite proof of such an undervaluation can only be based upon} jt has 
an exact knowledge of the Purchasing Power Parity of the currency | namel. 
of the country. But under the present abnormal, and to the highest somet! 
degree dynamic, conditions the calculation of purchasing power forces 
parities is necessarily much more uncertain than under normal | Obvior 
circumstances. We also find that the views advanced from the} of the 
opposite sides in such a struggle as to the true purchasing power } them | 
parities usually differ rather considerably from one another. Under} the ys, 
such circumstances it seems almost hopeless to smooth out the} of yah 
differences and arrive at a fair agreement. Naturally such an agree- In ¢ 
ment must to some extent have the nature of a compromise betwee2 | shown 
different views. Such a solution, however, can hardly be achieved, | more a 
unless it is a part of a general agreement for the restoration of fairly ) very li 
normal trade relations between the countries, giving some reasonable | gold st 
room for free movement of goods between them. A rational exchangt} into th 
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stabilization is therefore only one side of the great problem of restor- 
ing tolerably normal conditions of international trade. 

We will discuss presently the method by which such a solution 
may conceivably be brought about. First, however, we must con- 
sider a remedy which is usually looked upon as the most natural; 
that is a restoration of the old gold standard—with which everybody 
thinks himself familiar. Such a restoration, however, is no easy 
matter. The old gold standard was built up on an absolute confidence 
in the right of the individual to get gold for his bank notes or other 
gold claims. This confidence has now been so fundamentally de- 
stroyed that I see no possibility of reviving it again. People who 
had acquired gold under the old laws of the gold standard have been 
treated as enemies to their own country. In some cases they have 
even been forced to return to the Government all the gold they had 
lawfully acquired, and individual possession of gold has been threat- 
ened with the most severe punishments. 

We now also find that leading advocates of a return to the gold 
standard have definitely abandoned the idea of a restoration of 
private ownership to gold. In fact, they want to create a new mone- 
tary system where all gold reserves of the world should belong to the 
central banks, which should use such reserves exclusively for smooth- 
ing out temporary disequilibria in international trade. Whatever 
our sympathy for such a project may be we must confess that this 
isan entirely new scheme, of which we have no experience. Certainly 
it has lost the distinct merit usually claimed for the gold standard, 
namely that it leaves the holder of bank notes or deposits with 
something “‘tangible’’ for his claim. Moreover, nobody can tell what 
forces would determine the value of gold under such a scheme. 
Obviously, this value would depend almost entirely on the policy 
of the several central banks, and only a rational cooperation between 
them could secure any stability to the value of gold. But what is 
the use of choosing gold as a standard of value if it has no stability 
of value of its own? 

In addition, our latest experiences of the gold standard have 
shown that it suffers from serious defects which become more and 
more accentuated and make the return to any form of gold standard 
very little desirable. I shall not enter today on these defects of the 
gold standard, as a discussion of them would carry me far too deeply 
into the field of monetary theory and away from the matter which 
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should be the essential substance of my address to you. Be it enough 
to state here that we cannot see an escape from our present difficultig 
in a restoration of the gold standard in any form. The widespread } 
notion that this country should return to the gold standard as soon | 
as “certain conditions”’ for a normal handling of the international | 
gold standard have been guaranteed is hardly more than an empty| 
phrase, as there is practically no prospect of such conditions a 
being fulfilled. What necessarily must be restored, however, is some | 


system of approximately fixed exchanges between the different | 
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currencies. This result, again, can obviously only be attained bya 
close cooperation between the central banks. Such cooperation, | 
therefore, must be the key-stone in any rational scheme of monetary 
reconstruction. Here, indeed, we have a natural field for a “ Planned 
Economy” on a world-wide scale. I shall return to this point, but 
let us first pay some attention to the general idea of Planned Econ- 
omy and to the available experience of such policy. 

A cumulative growth of protectionism, inevitably entangling 
governments more and more into the affairs of private enterprise, 
must naturally very much strengthen the idea of a Planned Economy} 
under the control of a single authority. It is significant that this} 
idea, which hitherto has been entertained almost solely by theoretical 
Socialists without any close contact with the business world, is now 
gaining ground in wide circles, formerly strongly opposed to any 
form of Socialism and sincerely supporting a social order based 
essentially on freedom of private enterprise. This means that a most | 
important and far-reaching result of centuries of economic thought | 
and practice is lightly thrown away as valueless. I refer here to the | 
central point of economic liberalism, namely the idea that Authorita- | 
tive Planning, which the mercantilists had considered an unques 
tionable necessity, could be dispensed with and replaced by the 
automatic function of free competition. According to liberal ideas, 
social economy should be directed by an automatic formation o 
prices. This price formation process, however, could fulfil its function 
only if it was left free from arbitrary interferences, that is to say, | 
if prices were allowed to be determined by the natural play of supply | 

} 





} 


and demand. In such an economy all factors of production would bk 
forced to cooperate for serving the needs of the community, and 
their conflicting aims would have to be adjusted to the necessary | 
equilibrium of the whole economy. There was nothing arbitrary in 
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this process. Every commodity and every factor of production had 
to find its own natural price and thereby its own subordinate place 
in the great process of social economy. It is fundamentally on this 
liberal idea that we have built up our present civilization. And it 
ought at least to be regarded as a very serious thing to give up an 
idea that has been of such immense value for the economic progress 
of the world. 

This is, however, what the present protectionist movement is 
doing. It leads to so much interference in the process of free price 
formation that this process cannot any longer fulfil its function of 
maintaining the necessary equilibrium in the social economy. 

The problem of establishing such an equilibrium must however 
be solved. Believers in planned economy usually simplify the ques- 
tion by assuming that such an economy should be under the leader- 
ship of absolute knowledge and reason and thereby be raised far 
above the petty troubles of the old-fashioned social order. The 
leader of a planned economy will, however, in actual practice find 
himself confronted with an infinitely greater number of problems 
and complications than anybody could imagine when constructing 
that planned economy at his writing table or agitating for it by means 
of popular simplifications. This is why a planned economy cannot 
avoid committing a series of mistakes which require corrections, 
mostly involving new mistakes. In this respect, recent experiments 
in planned economy, e.g. in restriction or encouragement of cultiva- 
tion of land, have given so many lessons that the idea of planning 
ought by now to have lost most of its earlier attractiveness, at least 
in the eyes of unbiased observers. 

I shall not worry you with examples of the many appalling mistakes 
and contradictions continually displayed by so-called planned 
economies. But I want to draw your attention to the almost complete 
lack in most of them of any rationally conceived plan for the manage- 
ment of one of the most central problems of social economy, namely 
the division of income between saving and consumption. Under 
former conditions this division was determined by the aggregate of 
voluntary savings of free individuals. As a matter of fact this process 
of saving was one of the most stable elements in the economy of the 
individualistic society, and the consequence was a continual economic 
progress of a most remarkable steadiness, a rate of progress of about 
3 per cent per annum characterizing Western civilization, as a whole, 
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through several generations. On the whole, production adapted itself 
fairly well to this disposition of income and, accordingly, was divided 
up between capital goods and consumers’ goods in corresponding 
proportions. There were of course in this respect some temporary 
maladjustments causing depressions and crises, but the healing 
forces of economic freedom usually restored equilibrium in a com- 
paratively short time. 

Planned Economy has to solve the same problem, but, as the 
advocates of authoritative leadership have seldom given any serious 
thought to it there is no distinct plan for handling this most im- 
portant task of social economy. 

Soviet Russia began with a so-called Five-Years Plan involving 
an increase of capital at a rate far above anything ever conceived by 
a so-called capitalistic society. Such an economy is of course possible 
only when consumers are starved; and in Russia, as we know, they 
were starved to an incredible degree in order that the planned 
economy should get means for the most gigantic constructions and 
an unparalleled development of the country’s resources along 
capitalistic lines. Now the Russian authorities seem to have found 
that they have gone too far in this direction, and at present they are 
elaborating a new plan which is said to break radically with the 
former plan, the purpose being to give more attention to the con- 
sumers’ needs. Such radical alterations in the guiding principles of 
the authoritative economy correspond to the common crises of the 
old capitalistic society, but surpass them immensely in severity. 

It is one of the most noteworthy paradoxes of economic history 
that capitalistic America, when it turned to Planned Economy, 
should devote its interest mainly to the consumers, and that the 
Roosevelt administration should do everything in its power to raise 
the standard of consumption of the American people, whereas the 
growth of capital was neglected, not to say treated with hostility. In 
the long run such principles of economy are naturally incompatible 
with a stable rate of progress, and, therefore, we shall probably 
see America, just as Russia, turn to a radical change in her economic 
policy—only in the opposite direction. 

These observations prove the complete lack of a well-considered 
plan as to a rational division of income between saving and con- 
sumption. But a planned economy without any definite plan for its 
annual increase of capital is in reality no planned economy at all. It 
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is a pure illusion that the experiments hitherto made in planned 
economy have brought society a single step nearer to rationalization 
than it normally was in pre-war days. In essential points the results 
are absolutely in the opposite direction. 

In regard to international equilibrium, planned economy has 
shown the same lack of insight and efficiency. We have found that 
equilibrium in international trade can be attained only if the rates of 
exchange between the different currencies are brought to correspond 
at least roughly, to the purchasing power parities of these currencies. 
Under the rule of the old gold standard, combined with a certain 
freedom of trade, this correspondence was realized automatically. 
Now, as an international gold standard system has practically ceased 
to exist, and as we can hardly reckon with its restoration, the only 
way to achieve a stabilization of exchanges is to fix definite parities 
between different paper standards. As however, the true purchasing 
power parities can never be ascertained with any exactness we must 
be satisfied with a legal fixation of normal rates of exchange, approxi- 
mately in accordance with the true purchasing power parities at the 
moment of stabilization. Once a fixation has taken place, prices, 
wages, costs of production, and indeed, the whole national economies, 
will have to adjust themselves to the new normal rates of exchange, 
which therefore will come to represent more and more closely the 
actual purchasing power parities and to become a more and more 
reliable basis for international economic equilibrium. 

This is the only way out of the present muddle. Theoretical dis- 
cussions about the true price levels on which the calculation of pur- 
chasing power parities should be based will never lead to any result. 
This is the more obvious as the conditions of international trade are 
continually changing, and completely lose stability in the absence 
of any fixed rates of exchange. Under such circumstances a true 
equilibrium is never attained, not even approximately, and all 
endeavors to calculate ‘‘correct’’ rates of exchange are necessarily 
vain. Stabilization must begin with a fixation of certain reasonably 
chosen normal rates of exchange, forcing the different countries to 
adjust their economies to a certain international equilibrium. The 
simplest way to calculate such rates is to use the existing index 
numbers of wholesale prices. The objection that these figures do not 
adequately represent all elements that have to be brought into 
equilibrium is irrelevant to the practical problem we have to solve. 
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The other elements will simply have to adjust themselves to the 
normal rates of exchange when these have been fixed once for all, 
3ut of course we must choose our rates so that the difficulties of 
later adjustment are reduced to a minimum. 

There has been much talk, particularly in connection with the 
London Conference in 1933, of a gradual restoration of an inter. 
national gold standard system by a tentative fixation of new gold 
parities which should be regarded as provisional. As far as I can see, 
there is no hope of solving the problem in that way. If a rate of 
exchange is regarded as provisional there will always be speculation 
in anticipation of future changes, and the economic conditions of the 
countries concerned will never have to face the imperative necessity 
of adjusting themselves to definite normal rates of exchange. The 
all-important thing is to bring about such a pressure. 

If there really were anything worth calling a Planned Economy, 
this would be the first thing it would have to care for. In sucha 
regulation of the system of money the State has a natural function 
that cannot possibly be fulfilled by private action. But, as a matter 
of fact, Planned Economy has been conspicuously unable to master 
this great task and has hardly even realized its commanding im- 
portance. On the contrary, the measures taken by “planning” 
authorities with regard to currency and exchange regulations have 
only brought the world’s exchanges into the complete confusion now 
prevailing. In this respect I need only refer to the German currency 
‘marks,”’ and 


‘ 


regulation with its creation of about a dozen different 
to the record in arbitrariness set by recent American experiments in 
the control of the gold value of the dollar. 

If the several governments had really understood and fulfilled 
their functions with regard to the international system of money 
they could have relied upon private enterprise gradually to adapt the 


different national economies to the normal rates of exchange authori- 


tatively established once for all. Such an adaptation would have 
been furthered by the greatest possible freedom of international 
trade and of international capital movements. We shall never 
understand the true réle of Free Trade, if we do not regard it asa 
means of forcing the different national economies to adjust them- 
selves to fixed rates of exchange, and thus to find their natural place 
in the world’s economy. As long as the international monetary system 
remains undetermined and subject at any moment to arbitrary 
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interventions, no restoration of Free Trade is conceivable, and even 
if Free Trade were formally allowed it would have no definite func- 
tion to fulfil in the world’s economy. This is a most important truth, 
and should be particularly observed by the friends of Free Trade. 

Under the rule of the old gold standard, Free Traders could devote 
their attention exclusively to trade conditions and could consider 
them as a chapter of economics entirely separated from the theory 
and policy of money. Such a separation is no longer possible. The 
line of distinction between monetary and general trade policy, which 
was quite natural before the war, has nowadays been so entirely 
blurred out that these two sides of the great problem of recon- 
struction have to be treated together. In fact, the essential point 
of my address to you today is to emphasize this unity of the task 
before us and the necessary interdependence of its different aspects. 

When we come to the result that a return to the gold standard is 
not to be reckoned with, it is natural to ask what we should put in- 
stead of it. In these days hundreds of projects are forthcoming, 
pretending to answer that question. Most of them have their origin 
in pure economic dilettantism, and we should waste no time in 
discussing them. Against others—that might be taken more seriously 
—there is always the objection that they involve arbitrary experi- 
ments on a field where it is particularly important that continuity 
should be preserved and that sound elements in the existing organiza- 
tion’ should be used as a basis for further organic progress. I have no 
patent medicine to recommend, but I think we would do well to study 
the actual monetary situation and its development more carefully 
than people usually do, and first of all without any prejudice. 

Let me show you by a few examples how far we are from such 
a rational treatment of the problem. Nations have abandoned the 
gold standard, but they have not been able to free themselves of 
cheir old gold mentality. People continue to think in ,erms of gold, 
and what they usually have in mind when they speak of “stability’’ 
of a currency is the gold value of that currency. That means, how- 
ever, that people continue to regard gold as a stable standard of 
value, which it has proved most decidedly not to be. It is also gen- 
erally contended that a currency based on gold is the only one that 
can command any confidence, and that stability of exchange can 
only be attained between currencies linked to gold. A glance at the 
actual conditions of the world’s monetary system at the present 
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moment immediately reveals the futility of such views. As a matter| If 
‘ 


of fact the confidence in the gold currencies has sunk toa minimum} wo 
and the only currency that enjoys universal confidence is a paper! res 
currency, namely the Pound Sterling. We may even go a step further adl 
and state that this confidence in the first place depends on the fact rat 
that sterling is mot based upon gold. If the British currency were the 
restored to a gold basis there would immediately arise a great deal} hav 
of suspicion lest sterling should again be forced off its gold parity, left 
With open eyes for realities we should also see that there is at present eco! 
no stability of exchanges except between paper standards. The dou 
British Dominions, the Scandinavian countries, and some other} adj 
countries linked to the pound sterling nowadays keep their rates of try 
exchange on London remarkably constant, whereas the instability 7 
of other exchanges forms the most disquieting feature in present} _ stre: 


international relations. we s 

The simple lesson to be drawn from these facts seems to be that the | 
we should go on with a policy strengthening the sterling block and itsel 
stabilizing its internal relations, thereby attracting new countriesto} diffe 
this monetary system. Sterling itself should be regulated according} _ briw: 
to a deliberate plan such as the British Government laid before the} ther 
London Conference last year, that is to say, definite guarantees whic 
should be given against any further deflation and for a moderate! of ol 
reflation with a subsequent stabilization of the general price level.| as Ri 
In this plan, however, gold should have no place. The ultimate] Th 
stability aimed at should be a stability in the purchasing powerof} Plan: 
the pound sterling against commodities. To a certain extent the} conn 
program of last year has been realized, and at least British monetary} stead 
policy has succeeded in stopping the deflation which threatened the | inevit 
world’s economic life with a complete breakdown. The recovery that} shows 
actually has taken place must in my opinion mainly be ascribed to} of the 





this fact. The business world is feeling more and more convinced that} this r 
there will be no further fall in prices, and this conviction inspires} tators 
confidence. The rise in prices during the year that has passed might} those 
have been considerably greater, and we ought by now to have come} _ tional 
nearer to the point where prices had reached a sufficient height for} tators’ 
making a definite stabilization advisable. : where 

ut these are details of monetary policy, and I do not propose to go} one of 
further into them. I have referred to this matter only to show that} time, ; 
here is a most natural and most important field for planned economy.| even i; 
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If British economic policy were concentrated on such planning, it 
would be of immeasurable service not only to this country but for the 
restoration of health to the world’s economy at large. Other countries 
adhering to the sterling standard would then only have to fix their 
rates of exchange on London, just as they used to do under the rule of 
the old gold standard system. By such a means a solid ground would 
have been laid for economic progress, but this progress itself must be 
left to the forces of free individual enterprise. In this field “ planned 
economy” with its endless experiments in governmental control is 
doubtless mainly an obstacle to sound development and to such an 
adjustment to the fixed rates of exchange as will secure to each coun- 
try its natural place in the great system of the world’s economy. 

The practical conclusion is that we should aim at an internal 
strengthening and external widening of the sterling block, and that 
we should provide, within this block, the greatest possible room for 
the free movement of goods, services, and capital. This freedom is in 
itself the best guarantee for a gradual, but efficient adjustment of the 
different national economies within the block for a general equili- 
brium in their price-levels, their production and their trade. Under 
the present circumstances this program is, I think, the best means by 
which we can show fidelity to the fundamental and invariable truths 
of old Free Trade traditions as represented particularly by such men 
as Richard Cobden. 

The leadership of the State in economic affairs which advocates of 
Planned Economy want to establish, is, as we have seen, necessarily 
connected with a bewildering mass of governmental interferences of a 
steadily cumulative nature. The arbitrariness, the mistakes and the 
inevitable contradictions of such policy will, as daily experience 
shows, only strengthen the demand for a more rational coordination 
of the different measures and, therefore, for unified leadership. For 
this reason Planned Economy will always tend to develop into Dic- 
tatorship. The risk of such a development is naturally greatest in 
those countries that have suffered most, and whose people are tradi- 
tionally accustomed to subordinate themselves to some form of dic- 
tatorship. Strong resistance can only be expected from countries 
where individual freedom has been looked upon through centuries as 
one of the most precious attainments of civilization and, at the same 
time, as a fundamental condition for its further development. But 
even in such countries the modern fancy for planned economy has 
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driven people much further on the way to dictatorship than is gen- 
erally recognized. Several measures nowadays taken in this country 
go so far in sacrificing individual freedom and private rights that they 
would have filled an old Gladstonian mind with horror. And still there 
seems to be rather little of strong instinctive reaction against this 
progressive destruction of the ideals of Liberalism and of the prin- 
ciples on which the greatness of this country has been founded. The 
situation is the same in other countries. 

The existence of some sort of parliament is no guarantee against 
planned economy being developed into dictatorship. On the con- 
trary, experience has shown that representative bodies are unable to 
fulfil all the multitudinous functions connected with economic leader- 
ship without becoming more and more involved in the struggle be- 
tween competing interests with the consequence of a moral decay 
ending in party—if not individual—corruption. Examples of such a 
degrading development are indeed in many countries accumulating 
at such a speed as must fill every honorable citizen with the gravest 
apprehensions as to the future of the representative system. But 
apart from that, this system cannot possibly be preserved, if parlia- 
ments are constantly overworked by having to consider an infinite 
mass of the most intricate questions relating to private economy. The 
parliamentary system can be saved only by wise and deliberate re- 
striction of the functions of parliaments. 

Economic dictatorship is much more dangerous than people be- 
lieve. Once authoritative control has been established it will not 


always be possible to limit it to the economic domain. If we allow eco- | 


nomic freedom and self-reliance to be destroyed, the powers standing 
for Liberty will have lost so much in strength that they will not be 
able to offer any effective resistance against a progressive extension of 
such destruction to constitutional and public life generally. And if 
this resistance is gradually given up—perhaps without people ever 
realizing what is actually going on—such fundamental values as per- 
sonal liberty, freedom of thought and speech, and independence of 
science are exposed to imminent danger. What stands to be lost is 
nothing less than the whole of that civilization that we have inherited 
from generations which once fought hard to lay its foundations and 
even gave their life for it. What they have accomplished and handed 
down to us is a precious inheritance, placing upon the present genera- 
tion the commanding responsibility of maintaining such treasures in- 
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tact for the benefit of future generations. This historical responsibility 
falls with its heaviest weight on those nations that have done most for 
the development of freedom and for the life and prosperity of which 
individual liberty has played the most dominant part. Among those 
nations I should first of all mention the British and the Swedish, and 
when I, as a Swede, have the great privilege of addressing a distin- 
guished British audience I think it is very much to the point that I 
finish this address by strongly emphasizing our common responsi- 
bility for the conservation of the highest treasures of humanity. 
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THE LEAGUE OF NATIONS AND THE PRESENT CRISIS: | Mise 
By Louis LEFur : and 
Vice-président de |’Institut de Droit international e 
| 
An address delivered June 16, 1934, before the Académie des Sciences as 
Morales et Politiques, Paris oni 
No one doubts, alas, that we are living in a time of crises, economic, } oug! 
political, and moral, the last of which perhaps explains the others; the 
and these crises are not limited in their effects to one or to a few ome 
nations of Europe or of America; they have spread so widely that wows 
today the entire world is affected. And since international institu- mat 
tions are much more recent than national institutions, and therefore 
offer less resistance, the crisis has taken on a particularly acute | = 
character in its international connotation. In 1920 it had been hoped ! Fi 
to put an end to international anarchy, to inaugurate a new era in whic 
international relations by the creation of the League of Nations and and 
through the regular functioning of its organs, the Assembly and the of its 
Council, and also the Permanent Court of International Justice and i 
which can be legitimately considered as one of them. Today, hardly of co 
fifteen years old, this League of Nations, before which an unlimited of th 
future had appeared to be opening, is so violently shaken that some be sa 
look upon it as broken and dying, and a few years after the signing of | that 
the Covenant which gave birth to such high hopes, the whole future | Th 
from the point of view of a community of nations is found to be com- | two 
promised. in wh 
This is the actual fact. Is this a happy condition and one for ducte 
congratulation? It may be considered so in Germany and in those} **!St€ 
States which have withdrawn from the League of Nations in order | ; In 
to recover greater freedom of action, or, to speak frankly, in | inade 
to resort to the use of force for the accomplishment of their pur- | the st 
poses. Everywhere else there is apparently reason to view the situa- all th 
tion with some regret. Shortly after the withdrawal of Germany, | mome 
following closely that of Japan, was it not significant that at 4| catast 
moment so unfavorable for the League of Nations, certain of the | CautiC 
journals most hostile to the League, instead of showing unbounded { believ 
triumph at such a state of affairs actually modified their attacks?} ™ this 
And is it not evident that the withdrawal of these two great seces- | —. 
pu 


1 Translated from the French. 
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sionist nations has brought together two of the greatest World 
Powers, hostile to the League from the beginning, the United States 
and Russia? Such a singular developnient is the best proof that those 
who criticize the League because it has disappointed certain of their 
hopes, at bottom have a deep interest in it: they would hesitate, it 
appears, to strike the final blow if they had the power. Let us ex- 
amine then in all objectivity—for questions of this importance 
ought to be treated with as complete impartiality as frankness—both 
the causes of this crisis, and the remedies proposed, and let us ask 
ourselves if these remedies appear to be such as to act effectively 
toward the reinvigoration of an organism threatened with a pre- 
mature end. 


I 


First let us inquire into the causes of this crisis, the gravity of 
which cannot be denied: the functioning of the League of Nations 
and the effectiveness of its administration have disappointed some 
of its most fervent partisans, even among those who were its creators 
and its most solid supporters. Let us proceed to a sort of examination 
of conscience, of ourselves and of others, to a critical appreciation 
of the Covenant itself and particularly of its application; for it may 
be said of the Covenant as has been said of the post-War treaties 
that a work of this nature is necessarily a continuous creation. 

The causes of the crisis may be sought through consideration of 
two points, the provisions of the Covenant itself and the manner 
in which the States which make up the League of Nations have con- 
ducted themselves toward their creation from the first years of its 
existence. 

In the first place the provisions of the Covenant appear to be 
inadequate from many points of view. Taking into consideration 
the state of public opinion at the end of the war and the sacrifices 
all the peoples of continental Europe were ready to make at that 
moment in order to save themselves from the repetition of such a 
catastrophe, it seems clear that a certain timidity and an excess of 
caution was evidenced especially by the Anglo-Saxon Powers, who 
believed themselves less menaced and whose regrettable influence 
in this regard we shall find more than once as we proceed. In spite 
of the efforts of General Smuts, Prime Minister of the South African 
Republic, attention was centered almost exclusively upon endowing 
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the League of Nations with powers necessary to prevent the out jt y 
break of war and yet even these measures were inadequate. Under} — gyec 
international law, war has been for ages the normal method for the} of t 
solution of conflicts; it is only possible to wipe out this right of nations} men 
to enforce what they consider justice to themselves by replacing it, } Fe 
as has been done in the cause of individuals under domestic law, by | cert 


pacific methods, the use of which should be obligatory in future, | cons 


But, as later in the case of the Pact of Paris, which aims at striking} mig] 
a new blow at war by considering it in the future as a crime and | the 
outlawed under international law, the Covenant of the League of}  refus 
Nations did not venture to establish obligatory arbitration, even}  tioni 
for questions properly juridical; haunted by the memory of the] W 
checks experienced at The Hague Conferences, it did not venture}  diffic 
to create a Permanent Court of International Justice, though the} reali: 
first attempt made in the following year was immediately and easily} of of 
successful. reacl 

Even in cases where the organs of the League, the Assembly and | reser 
the Council, are competent, or better still, even when unanimityis} sider 
obtained, their resolutions never have obligatory force; it has beet | shall 
“‘recommendation,"} have 
half way between obligatory decision and simple advice; thus the | a ver 


necessary to create for them the peculiar term 


League of Nations has less power than all the confederations knowa| peop! 
to history, even those where the social bond was weakest. Take for} _ tion c 
example the essential articles of the Covenant, Articles 10, 11, 15}  theor 
and 16, where it is a question of danger of war or of unjustified attack} as the 
of breach of the Covenant and of sanctions, the decisions of the Coum-} treme 
cil and of the Assembly do not count and certain regrettable amend-} the s: 
ments have weakened even more the regulations established by the| pecul: 
Covenant. Even in the case where unanimity is achieved, later | Dif 
ratification by each League member individually, including thoe{ which 
whose delegates have voted for the measure, is necessary to make} bers, | 
the action binding; it is the triumph of egoistic individualism and} reach 
I dare to add of an egoism of limited intelligence which cannot} those 
see farther than the immediate interest. In fact, we find ourselves} had b 
in the presence of a League where social authority does not count;} rudely 
the power is in the hands of the individual members; they know) fered | 
this and are not backward in letting it be understood in case of need} self, t 
This is true even in the case of very small nations which cannot} propo, 
be brought within the ancient classification of sovereign Statesi} them 
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it was clearly demonstrated when the Republic of Cuba alone 
succeeded in delaying for an entire year the revision of the statute 
of the Permanent Court which had the approval of all the other 
member States. 

Fortunately opposing nations are sometimes restrained by a 
certain modesty, and their greatest manifestation of discontent 
consists in a brusque withdrawal from the League of Nations; they 
might do much worse, for combining the two rules (1) the vote of 
the budget by the Assembly and (2) necessary unanimity, the 
refusal of a single one of them to vote would legally stop the func- 
tioning of the entire League. 

Where there is not unanimity the entire structure falls; it is with 
difficulty that one finds even an enigmatic phrase to suggest the sad 
reality. For instance paragraph 7 of Article 15, taking up differences 
of opinion on a subject upon which the Council has been unable to 
reach a unanimous decision, tells us “‘The members of the League 
reserve to themselves the right to take such action as they shall con- 
sider necessary for the maintenance of right and justice’’; ‘‘as they 
shall consider necessary,”’ that is to say that in such a case they may 
have recourse to war. Here the Covenant legalizes war; is this not 
a veritable abdication, an abandonment of the goal announced to all 
peoples, which goal was the suppression of war as a method of solu- 
tion of conflicts? The covenant does not even succeed in realizing it in 
theory on paper! This is international anarchy again, war appearing 
as the sanction of right. Perhaps it is an admissible solution in an ex- 
treme case, at the price of some calamities, when the nation that is 
the stronger is also in the right; but in the contrary case, what a 
peculiar fashion of ensuring ‘‘the maintenance of right and justice!” 

Difficulties of another order have come to aggravate the trouble 
which the League of Nations has in making itself obeyed by its mem- 
bers. Born at the moment when democracy and parliamentarism had 
reached their highest point, the League was constructed according to 
those principles of parliamentary democracy which for a long time 
had been pronounced unassailable and which today are more or less 
rudely shaken in all countries. Like the nations, the League has suf- 
fered from abuses of democratic equalitarianism; in the Council it- 
self, the organ created to assure to the great nations an influence 
proportionate to their importance since everything depends upon 
them when action is necessary, the majority has passed from the 
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Great Powers to the small Powers as a result of successive modifica- bay 
tions; five to four at the beginning they are today only five to ten, and as f 
practically three to ten since the withdrawal of Germany and Japan; | mot 
this is one of the most serious criticisms that certain nations, notably to g 
Italy, now make of the Covenant. Again like the nations, the League | _ tho 
has suffered from excessive parliamentarism. Not in the exact sense of V 
the word; the Council is not responsible to the Assembly, although | prog 
today some publicists would wish to make it so. When we see there- | forn 
sults of that form of government in nations endowed with it we ask tain 
ourselves if it would not be a sad gift to make to the League of Na-|  alwe 


tions! By excessive parliamentarism I mean the abuse of speech- | 
; I arly 


making, of formal procedure, the triumph of the régime of commis- and 
sions and subcommissions, of committees and reports, the difficulties | Fi 
created by mountains of printed paper. As in all régimes where much : raciz 
is spoken and written, it is believed that the end has been achieved,if } Grex 
after long discussions in the Council or in the Assembly, something reali 
approaching an agreement is reached concerning some vague concept will, 
when in reality only a beginning has been made. What really countsis | the ] 
action—not talk. Too many speeches then—those beautiful speeches reen 
which for a long time were the cause of M. Briand’s great success— revis 
too much formalism, and theencouragement of legal artificiality—here ties 
is a list of failings unfortunately too well justified. ' natic 
These abuses of parliamentary democracy are particularly unfor- } _rega 
tunate because many of the member nations—perhaps the majority gary 
of European nations—in face of the troubles from which they are only 
suffering at home, are abandoning this form of government and are woul 
changing to more dictatorial régimes, thus creating a new source of |  cleve 
friction between the mode of action of these nations and that mode, | equa 
deemed by them outworn, to which the League of Nations remains (in fat 
faithful. This criticism of the League of Nations may seem very pline 
severe, perhaps even bitter. But are all these criticisms which are desir 
made of the League aimed at the institution itself, are they inherent | tude: 
in it? Not at all; the League is not responsible for that social Cove } progr 
nant which its founders imposed upon it in the fear that it might suc- | stabi! 
ceed in freeing itself from its member nations; it is even less respon- : unde: 
sible for the application which has been made of the terms of the and s 
Covenant by those nations who in reality have kept the power in their : laters 
own hands alone. Certain of them, and almost always the same ones, exper 
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have opposed all attempts at reforms, some of which at the beginning, 
as for example the Protocol of Geneva, had been accepted unani- 
mously; effectively applied perhaps they would have been sufficient 
to guide the international community into paths very different from 
those in which we see it today. 

Which nations are most responsible for that continuous blocking of 
progress, for that open or concealed opposition to every proposed re- 
form, to every extension of the power of the League of Nations? Cer- 
tainly not the nations of the Little Entente, nor France, who have 
always been the League’s most faithful defenders; the nations particu- 
larly responsible are Germany since her entrance into the League 
and the two great Anglo-Saxon Powers. 

First Germany, who is perhaps in her legitimate réle. Convinced of 
racial superiority, of being called to dominate the world as did the 
Greeks and the Romans in antiquity, Germany, from the moment she 
realized she could not direct the League of Nations according to her 
will, has fomented discord and possible ruin. From her entrance into 
the League she has played the réle of the destroyer. She grouped and 
reenforced all the elements of opposition, all the nations desirous of 
revision of the post-War treaties, either for the protection of minori- 
ties (never well enough treated to suit German wishes, though no 
nation was as harsh in that respect as pre-War Germany) or with 
regard to territorial clauses; she came to the League to egg on Hun- 
gary, Bulgaria, and even Italy whose attitude has been moderated 
only by the fear of annexation by Germany of Austria of which she 
would have been the first victim. For a long time Germany was very 
clever, confining her efforts to the support of “ Gleichberechtigung, *’ to 
equality of rights which for her would have meant assured superiority 
in fact because of her industrial power and her numerous and disci- 
plined population, but the day came when, unable to obtain all that she 
desired, she withdrew slamming the door. In order to justify her atti- 
tude she invokes her unsatisfied dynamic force, her need of perpetual 
progress, which obviously can become active only to the detriment of 
stabilized nations devoted, like France, to stability, to contentment 
under average conditions. As if right were not order and justice, peace 
and security, as if it did not reject all so-called dynamism, all uni- 
lateral and unjustified pretentions which can be satisfied only at the 
expense of neighbors and consequently, if the latter resist, by re- 
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course to war, last and decisive argument of the State which has no 
other recourse and which believes itself the more powerful! An im- 
partial American, recognizing this recently, as being opposed to what 
is taking place everywhere else wrote: “In National Socialist Ger. 
many, war is the national ideal and the end of all political and social 
aspirations. In other countries there are important forces at work to 
prevent future catastrophes. In Germany the National Socialist sys- 
tem has broken all such forces on the wheel and has placed the sources 
of the nation unreservedly at the command of the General Staff. It is 
hardly an exaggeration to say that war is no longer conceived asa 
measure for the protection of the State; it is the end of statecraft 
itself.’’? It is clear that these were not exactly the intentions of the 
creators of the League of Nations. Also while the admission of Ger- 
many normally ought to have been a cause of greater strength, in 
reality it was a source of weakness; the difficulties of the League of 
Nations began to multiply in 1926, when Germany entered the 
League. 

But Germany alone would have been powerless to bring this about. 
What has considerably aggravated her action is the attitude of the 
two great Anglo-Saxon Powers, both of which bear a heavy burden 
of responsibility for the hampering of an institution to the foundation 
of which they boasted that they had contributed more than any other 
people. 

Great Britain, a world Power, for a long time the controlling nation 
in a limited League of Nations, the immense British Empire, is today 
increasingly obliged to give serious consideration to the point of view 
of the Dominions, from which Europe is far distant; she thinks regret- 
fully of the splendid isolation of the nineteenth century when her 
naval power was called upon in time of war to ensure the policing of 
the seas; under no condition does she wish to enter into conflict with 
the United States. Also while it was believed she could be relied upon 
to strengthen the League of Nations, she has in fact always appeared 
to be one of the greatest obstacles to its development: she has been 
successively responsible for the defeat of the Pact of Mutual Assist- 
ance and the Geneva Protocol, and has made various attempts to 
restrict the competency of the organs of the League. 

As for the United States, in spite of the Pact of Paris, which it 
signed, it has never been willing to agree to prohibit its citizens from 


2 How Germany Arms, by Ludwig Lore, Harper's Magazine, New York, April, 1934, 
Pp. 517. 
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aiding a belligerent by furnishing arms and munitions,’ even though 
the nature of such an action is not only mural but juridical for a 
treaty is without question a juridical act! The United States, there- 
fore, appears to be doubly responsible for the check to the League of 
Nations; directly by its withdrawal, even before its inauguration, 
from a League or Society created in large part by its own President, 
in spite of all the concessions made to induce it to remain; indirectly, 
because of the influence of its attitude on Great Britain who fears, 
with reason, that a European war would lead to a conflict with the 
United States, which England dreads above all things. It is therefore 
understandable, particularly if in addition consideration is given to 
the obstinate refusal by the United States to accept the jurisdiction 
of the Permanent Court of International Justice, why many of the 
most distinguished jurists and publicists of the great American 
Republic do not hesitate to declare that their country has no reason 
to be proud of its international policy. 

I say nothing of the responsibility of Italy, always ready to follow 
Great Britain or Germany in their attempts to weaken the Covenant, 
nor of the responsibility of those States which remained neutral dur- 
ing the World War, particularly the Scandinavian States. Some- 
times they have handicapped the League through stupid rivalries 
but more often, as in the case of the Anglo-Saxons, by the rejection of 
every sanction, as if public opinion—or the herd instinct—were suffi- 
cient to ensure the satisfactory functioning of human society. And is 
there anything to be said about the responsibility of France? Has not 
this country always shown herself to be one of the most convinced 
partisans of the League of Nations, perhaps to the point, as certain 
Frenchmen have thought, of sacrificing her own security? Would not 
the reproach of responsibility for the failure of the League be very 
unjust? And yet when I expressed this opinion before one of those 
internationalists who have worked hardest for the improvement of 
the Covenant, his reply showed me that our responsibility exists 
nevertheless if only indirectly and negatively because of our political 
system. Our ministerial instability is not only a national calamity: 

* Editor's Note.—A proclamation prohibiting the sale in the United States of arms and 
munitions of war to the Governments of Bolivia and Paraguay was issued by President 
Roosevelt on May 28, 1934. (For text see Department of State Press Releases, Weekly 
Issue No. 244, June 2, 1934.) The League of Nations Convention on Supervision of the 
Trade in Arms and Ammunition and Implements of War of 1925 was also ratified by the 
United States Senate on June 15, 1934, the ratification to become effective upon ratifica- 
tion of the convention by Belgium, the British Empire, Czechoslovakia, France, Germany, 


Italy, Japan, Sweden, and the USSR. Several of the countries named have ratified the 
convention with similar reservations. 
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during the years 1932 and 1933 when it was particularly acute, it 
seemed equally baleful in the international field; on two occasions, 
when a beginning was about to be made, the overthrow of the Tardiey 
and the Paul-Boncour Ministries brusquely suspended the work of 
the Disarmament Conference; each time, on the resumption of dis- 
cussions, Germany, who had reflected during the delay, increased her 
pretension and thus, after check upon check, a conference which had 
excited such high hopes at its beginning has attained only negative 
results. 

Such then is the present situation which is not brilliant for the 
defenders of the League of Nations. The League is passing througha 
grave crisis, in large part because of motives which do not concern it, 
motives actuated by the egoistic policies of its members and by their 
narrow nationalism which does not yet comprehend that the modern 
State can no longer exist in isolation any more than the patriarchal 
family or the ancient city. The agriculture and industry of a European 
country may have much more to fear from agriculture and industry 
in a distant country such as America or Asia than from those interests 


in a neighboring country. 


IT 


In such a situation are there possible remedies and, if so, what? 
Since the trouble is recognized, cannot an attempt be made to struggle 
against it and to eliminate the duly established causes of weakness? 
Remedies have been proposed on all sides, but at times our friends 
may be dangerous; in the front rank I would place Italy and her 
proposals for reform. The project she offered some months ago for the 
recasting of the League of Nations may be summed up under three 
points; first, the suppression of forcible sanctions which she claims 
are inapplicable: thus she takes away from the League of Nations 
even the theoretical possibility of causing its recommendations to be 
put into effect and aggravates its weakness instead of remedying it. 
Second, Italy attributes a preponderant réle to the four Powers which 
then had permanent seats in the Council, Germany, France, Great 
Britain, and Italy; this is the creation of a European directorate, the 


reenforcement of the Four Power Pact, viewed so unfavorably by the 
majority of our former allies, in its relation to the reconstruction of 
Europe. In fact, and this is the third point, for the purpose of effect- 
ing a prompt revision of treaties, the Italian project takes away from 
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the League of Nations its power, up to that time considered essential, 
to maintain and guarantee the inviolability of the territorial status of 
the new Europe (Article 10 of the Covenant). 

Now everyone knows that the new States, Poland and Czecho- 
slovakia, and the greatly enlarged States, Yugoslavia, Rumania, and 
Greece, oppose by all the means in their power anything which may 
take from them territory, populated in large majority by their na- 
tionals; a recasting of boundaries in Europe, hardly fourteen years 
after that which cost so much blood, would mean another war. War 
then would be all that the new League of Nations would bring us! 
Italy’s excuse is that she has been irritated, not without some reason, 
by the excessive influence at Geneva of certain small States, some of 
less than half a million inhabitants, or again of States badly informed 
about European affairs, like the States of Central or South America, 
who, nevertheless, showed themselves very eager for all the most 
desirable posts such as seats on the Council or on the Permanent 
Court of International Justice. But Italy goes to an extreme; a more 
adequate remedy would be recourse to a sort of international regional- 
ism and the reenforcement, parallel to the Pan American Union, of 
that European union which had to be abandoned because of lack of 
understanding on the part of many delegates and even of the Secre- 
tariat of the League of Nations, fearful of seeing the importance of its 
r6le diminished. 

I will review rapidly the projects which see safety in the univer- 
salization of the League of Nations. There are many practical ob- 
stacles not only because membership is based on voluntary accession 
but because there are difficulties either with regard to nations who 
have withdrawn (although they perhaps are now thinking of return- 
ing) and with regard to Japan; and some nations, like the United 
States, have never been willing to enter. There are many reserva- 
tions to be made particularly with regard to Soviet Russia, which now 
appears to wish to join the League of Nations.‘ It would certainly be 
very important if a State, second in rank in the world from the point 
of view of territory were to join the League of Nations. But the surest 
means of weakening an organization is to add to it elements radically 
opposed to those which comprise it. Today still, in spite perhaps of 
recent modifications, this is precisely the case with Soviet Russia, all 
of whose efforts are directed to the breakdown in the rest of the world 


; ‘Editor's Note.—The USSR was formally admitted as a member of the League of 
Nations on September 18, 1934. 
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of the present political and economic régime’ and to bring about, as in tem 
her own case, the triumph of one class by the suppression of the other the 
elements of the nation. Russia believes no more in justice—the goal V 
alone counts and is to be attained by any means; she believes less per- forn 
haps in international Jaw than in any other law. How is it possible to incr 
treat with a country which refuses to recognize the fundamental Bru 
principles upon which modern civilization rests? In order to enter | this 
into the League of Nations it would be necessary for Russia publicly | inte 
to agree ‘‘to promote international cooperation and to achieve inter- Eng 
national peace and security the | 
by the acceptance of obligations not to resort to war, : of tl 
by the prescription of open, just and honorable relations between tend 
nations, wou 
by the firm establishment of the understandings of international | mun 
law as the actual rule of conduct among Governments, and i itis 
by the maintenance of justice and a scrupulous respect for all : nant 
treaty obligations in the dealings of organised peoples with | of p 
one another’’ (Preamble of the Covenant) * “Pa, 
that is to say that it would be necessary for her to reverse the conduct | _ rival 
which she has followed too often during the past fifteen years from war; 
both the juridical and economic points of view. It is possible that | regal 
she may change this conduct; perhaps she has already begun to do to at 
this, and it would be very desirable that this movement be accentu- cont; 
ated; but until she renounces the affirmation and the practice of effec 
principles destructive to all civilized society, beginning with the re- recog 
nunciation of that complete scorn of the human individual—think the 1 
of the dozens of thousands of her nationals, all her intellectual and Paris 
religious élite treated like slaves in forced labor camps—the other natia 
peoples ought to renounce all close collaboration with her; any at- aeria 
5’ Editor’s Note.—Under date of November 20, 1932, The New York Times published a It 
dispatch from its Moscow correspondent, Walter Duranty, which read in part as follows: r 
‘*New and interesting light on the Soviet attitude toward foreign labor unrest . . . is votec 
thrown by two editorials in Pravda, one published last Monday and the other shortly before sente 
the anniversary of the revolution, November 7. As the official organ of the Communist 
party and the mouthpiece of the Kremlin, Pravda’s expressions of opinion are carefully in Br 
prepared and fully authoritative. The earlier editorial for the first time enunciated clearly 
what has become known as the Stalinist doctrine—that a successful socialist state can be a lon 


established in the USSR irrespective of what happens abroad, with the important corollary 
that Soviet example—but not interference in the affairs of other countries—shall be true Protec 


to the ultimate ideal of universal socialism. In other words, the results in Russia shall count : 

more than propaganda abroad. The editorial did not specifically disavow so-called Bolshevik dispo 

propaganda—that would be too much to expect—but made it clear that the establishment 

of a socialist state in the USSR had replaced propaganda as a means and a purpose of the contr 

Kremlin policy.”’ lic 0 
6 The text of the Covenant of the League of Nations may be obtained from the League Pp 

of Nations Association, 6 East 39th Street, New York, N. Y. opini 
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tempt along that line could only result in deception on one side or 
the other or on both sides at the same time. 

We now come to projects the true goal of which is to realize a re- 
form of the Covenant of the League of Nations in the direction of an 
increase of power. This very year, in last February, there met at 
Brussels an important international congress for the discussion of 
this question; the resolutions adopted present so much the greater 
interest because the congress was composed of a large proportion of 
English members, up to that time unfavorable to an extension of 
the powers of social organs. Here I can only indicate the general lines 
of the resolutions adopted. In a broad sense they brush aside reforms 
tending to weaken the Covenant and adopt modifications which 
would reenforce the authority of the League of Nations. The mini- 
mum obligations necessary to any workable international system are 
it is indicated, not included in the Covenant alone, but in the Cove- 
nant supplemented by the Statute of the Permanent Court, the Pact 
of Paris, and the agreement adopted at Geneva in 1928 entitled 
“Pacific Settlement of International Disputes. General Act.’’ The 
rivalry in armaments is condemned as leading inevitably to a new 
war; but, according to the French point of view, real disarmament is 
regarded as inseparable from a no less real security. An effort is made 
to attain that double goal by the creation of an effective system of 
control of armaments and of military expenditures, by putting into 
effect by collective measures the definition of cases of aggression 
recognized by the Conference of London of July, 1928, and finally by 
the reenforcement of existing obligations contained in the Pact of 
Paris and in the Treaties of Locarno, particularly by the inter- 
nationalization of civil aviation and the creation of an international 
aerial police. 

It is a fact worthy of serious attention that such measures were 
voted by a Congress in which the British element was strongly repre- 
sented: nothing could demonstrate more clearly the rapid evolution 
in British opinion which has taken place in these recent months. For 
along time, for example during the period of consideration of the 
Protocol of Geneva, British opinion held back a Government better 
disposed to advance on lines of international solidarity; today on the 
contrary, it is the British Government which acts as a brake on pub- 
lic opinion and hesitates to follow it. For a long time British public 
opinion, as in the case of the present Government, has placed dis- 








armament in the foreground of its consideration; the French demand 
for security at first passed for a sort of obsession, not to say mania, 
peculiar to our country; and today in Great Britain itself, disturbed 
by the progress of German aviation, the maxim prevails which, 
thanks to the efforts of M. Barthou, has also recently triumphed at 
Geneva and which seems to us in evident conformity with sane rea- 
son: disarmament if possible, but security above all. No more isola- 
tion, recently declared Professor Gilbert Murray in the Times, obli- 
gation for mutual assistance against any State disturbing the inter- 
national order, and immediate intervention, before aggression, when 
there is evidence of preparation for it, and not after it has taken 
place, as in Article 16 of the Covenant: France has never demanded 
more than this! It has been said often, and I believe it is absolutely 
true, that if, in the presence of firm determination for peace on the 
part of the great majority of the nations of Europe, the two great 
Anglo-Saxon Powers would declare that they also wished to oppose 
all war and to take part against an aggressor—which they did in the 
World War, in one case only after the declaration of war by the Cen- 
tral Powers, and in the other case only in the third year of the war— 


a war in which it would be sure to be vanquished. Though Great 
Britain would be directly menaced if France were conquered and the 
Germans intrenched at Bruges and Dunkirk, it is perhaps unfortu- 
nately true that the decision which, under such circumstances would 
be imposed on Great Britain, might not be taken, as was the case in 
1914, until the war map had been laid out by the aggressor nation. 
Has not Emile Faguet said that it is characteristic of man to pay no 
attention to the lessons of experience? Unfortunately this is quite as 
true of nations as of individuals. 

Without becoming too ironic it is possible in closing to find some 
serious grounds for hope. One of them is the evolution of Great Britain 
referred to above, belated to be sure, but which under the pressure of 
facts can hardly fail to become more definite. Another ground for 
hope is the growing acceptance among various peoples of the neces- 
sity of a common international law, with a common moral base, 
carrying with it at least respect for engagements entered into and the 
right to reparation in case of violation of an international obligation. 
In a celebrated judgment the Permanent Court has not hesitated to 
invoke that common international law and to base its decision uponit. 
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To be sure there is still great need for progress; certain essential 
points must be made precise, such as the definition of an aggressor, 
the obligation of mutual assistancé, and international law now far 
too incomplete; the competency of the social organs must be strength- 
ened; procedure with a view to facilitating their action must be sim- 
plified; the rule of unanimous vote for the Assembly and the Council 
must be modified; but the goal is recognized and also the means of 
reaching it. Whether it be a question of small or large groups, clans or 
cities, nations or the League of Nations, there has never been but one 
way to maintain order and peace among men. That is by an organiza- 
tion which denies to members the right to take into their own hands 
the enforcement of their rights, and which with that object deter- 
mines both the procedure to be followed by the members of the group 
and the judges who shall apply the procedure in case of conflict, and 
gives assurance that the decisions reached as regards the recalcitrants, 
if there be any such, will be put into execution. Laws, judge, sanc- 
tion—it is under this tripartite form that in every advanced civiliza- 
tion the eternal requirement of all workable social organizations is 
found. The international community must necessarily adopt this 
method when it desires to organize itself juridically so that it may 
accomplish its task. 

Perhaps from this point of view the difficulties of the question were 
underestimated at the end of the World War; in certain countries 
there was then and still is too strong a belief in a sure evolution under 
pressure of public opinion. Without going as far as M. Bergson in the 
opinion that there is nothing in common between the international 
community and all other human groups, it is certain that the develop- 
ment from the nation to a universal society, in view of the great 
differences in race and civilization, will offer even more difficulties 
than the development from feudal society to the modern State, 
which has already required some centuries. 

Perhaps also too much consideration has been given to another 
fact which some regard as an historic truth, and others deny, wrongly 
it seems to me. This fact is that in primitive societies, the judge has 
appeared first, before the legislator and the executive or enforcing 
power. Starting from this fact it may seem natural that, in the League 
of Nations, the Permanent Court should be the only organ to possess 
the power of actual decision. But this view may be over-optimistic. 
Within a single group at least, the rendering of justice is perhaps the 
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first mission of social power; but in a civilized society the judge ap- 
plies the law and does not make it. In international law it is fre- 
quently law itself which is lacking. What has it to say about the 
regulation of emigration or for the allocation of raw materials among 
the nations? Will the concept of domestic sovereignty always be 
adequate to solve these difficulties and to maintain, for example, the 
right of ten millions of Australians to live on a territory as large as 
Europe while other countries are overpopulated? 

To reply that it would suffice to give the international judge the 
power to decide according to equity would be wholly inadequate. In 
the name of equity the judge may very well reach a decision when the 
international law on the subject is obscure and needs interpretation; 
also he may even reach a decision when the law is lacking, in fact this 
is already a matter of discussion; the Anglo-Saxons, so prone to 
recognize broad powers for their judges, are opposed to that exten- 
sion of powers for judges under international law, precisely because 
that law has far too many lacunas. In any case if the international 
judge can decide praeter legem he cannot do it contra legem: he cannot 
at his own will remake a treaty or any international regulation which 
some nation deems bad or outworn. That is what is demanded by all 
those who believe that existing imperfect treaties ought to be re- 
vised; but that is not a question of jurisdiction. The Permanent 
Court has already rendered important services and solved serious 
problems: but to give it or any arbitrators the right to revise fron- 
tiers of the new nations, or to suppress the Polish corridor, would 
recklessly destroy its authority; for a decision of that kind, as long as 
the interested nations would not be ready to accept it—and they 
surely would not—instead of settling the latent conflicts peacefully, 
would lead inevitably to their explosion. 

But here is an objection often advanced; ‘‘ We are visualizing a 
super-State; the member States of such a League will no longer be 
sovereign and a State without sovereignty is nothing!’’ In my opinion 
the answer is easy. For the League of Nations to attempt to replace 
the individual State as a complete, autarchic social organization, to 
take over such matters as policing, court procedure, social service, 
education, and public works would be pure madness! The State has 
not wiped out the family and the League of Nations should not 
eliminate the State. The concept of a world State is purely chimerical 
in face of the radical differences of race, language, culture and of 
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civilization in general. The absolutely sovereign State has been an 
aberration; an absolutely sovereign League of Nations would be even 
more so and for that matter unrealizable. What may be considered is 
not the substitution of one sovereignty for another, as in the State 
the sovereignty of the people—in actual fact of the people’s repre- 
sentatives—has been substituted for royal sovereignty, but simply a 
better division of administrative powers. What the League of Na- 
tions needs, what is both necessary and sufficient for it, is to possess 
the right of final decision on questions touching the existence and the 
functioning of the international society, just as the State possesses a 
similar right on domestic matters. But as the State has taken posses- 
sion of all authority (let one recall the ‘authority of authorities”’ of 
the Germans), inevitably all that shall be accorded to the League of 
Nations will be found to be subtracted from the individual State; 
what is more, in case the League’s authority be recognized it is 
natural and necessary because of its generality that the world com- 
munity should look upon its rights and its interests as paramount to 
those of any particular State, just as the rights and interests of the 
latter are paramount to those of the individual, the family, or the 
group. Moreover, in most cases, such harmonizing of general and 
individual interests will result not only in the welfare of the inter- 
national community but also in that of the member States; it is 
sufficient to consider the troublesome problem of wheat to realize 
that today it is impossible for the important producing States to base 
their prosperity for any great length of time on the ruin of less fa- 
vored States. 

At this time such a view of the future may appear very optimistic. 
Under the present unfavorable conditions is there not a certain 
audacity in speaking of the reinforcement of the League of Nations? 
Yet, if one is willing to consider all the complexity of the problem, it 
is incontestible and uncontested that economic order can only be 
established in a society politically organized. The economic solidarity 
of the States, not only of Europe, but of the entire world, cannot be 
denied ; the present economic system of the world is closely bound to 
the politics of the various States, if only in matters which concern 
the establishment of tariff customs, of quotas, and of all the economic 
innovations since the war. There is only one method by which the 
States might reestablish political independence comparable to that of 
former times and that is by returning to their former economic condi- 
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tion, each State sufficient unto itself, just as in the last century each 
farm, distant from large centers, was approximately self-sustaining, 
But who can consider going back to that system? Great Britain can 
no longer live without the cattle and wheat of other countries which, 
on the other hand, can not get along without British cotton and coal, 
An international law code is therefore indispensable in order to fix 
the rules for international commerce without which nations can no 
longer live, and no positive law is possible without an authority to 
state it and to make it respected. Such was exactly the object of the 
League of Nations; if the present League were to disappear it would 
be necessary very quickly to build a new analagous institution in 
order to avoid the abuses and dangers of an international anarchy 
which in earlier centuries was endurable only because of the absence 
of systematic relations between States. 

At the present time the situation is grave. We are at the cross 
roads. The latest failures, especially of the two great conferences on 
economics and limitation of armament, have seriously discouraged 
some of the best workers of earlier years, such as M. Politis and M. 
BeneS. And yet either international anarchy will regain the upper 
hand, which will mean the destruction of the civilization of which we 
are so proud, or an effective organization of the international com- 
munity will be achieved, whether it be called a society or league of 
nations or by any other name. 

Today the League of Nations stands approximately where the 
United States stood at the time of the first confederation of the 
thirteen former colonies under the Articles of Confederation of 177 
anarchy was complete, everything was lacking at the same time— 
men, laws, judges, and money. The movement for independence cer- 
tainly would have failed without the aid of France. But the thirteen 
former colonies had to struggle against a powerful State, the British 
Empire; the members of the League of Nations have to struggle only 
against themselves. 

Up to this time in the organization of the international community 
one organ alone has given full satisfaction, exactly the one of which 
there had been the most fear at first, the Permanent Court of Inter- 
national Justice. This is truly an organ of the League of Nations in the 
sense that it would never have been created without the latter. Even 
though this court has surpassed the hopes placed in it, alone it is in- 
sufficient. If it is desired that the League of Nations carry on a useful 
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existence, it is highly necessary to add one or two active organs to its 
passive power of only taking action in actual cases brought before it. 
The Council and Assembly should be invested with certain positive 
rights of decision and also with the means to make them respect- 
ed. Thus only can international law become a positive reality. 

No large group can exist without certain rules of life which are in 
fact what we call law; everyone recognizes this necessity for the large 
societies which are nations; it is quite as indispensable for that much 
greater Society, The League of Nations. 

There is moreover no longer any possibility, except in case of a ter- 
rible collapse of modern civilization, that States will ever live eco- 
nomically and politically isolated from each other; personally I have 
no doubt that sooner or later the international community will be 
endowed with an adequate juridical organization; it is one of those 
forward steps which once conceived will never be renounced. The 
only problem, agonizing for those who reflect upon what a war today 
would be, is to find out if the necessary reform can be accomplished 
before the war which is felt to be approaching, in time to save the 
world. The responsibility rests on the States themselves. They must 
ascertain whether they can and will discipline themselves in the time 
available. The stake is such as to demand immediate consideration 
and the decisive action which the circumstances so urgently demand. 





